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(2) Application to pre-effective date acqui-
sitions. 

(3) Application of regulation project REG– 
209709–94 to pre-effective date acquisitions. 

(4) Change in method of accounting. 
(i) In general. 
(ii) Application to pre-effective date trans-

actions. 
(iii) Automatic change procedures. 

[T.D. 8867, 65 FR 3826, Jan. 25, 2000, as amend-
ed by T.D. 9257, 71 FR 17996, Apr. 10, 2006; 
T.D. 9377, 73 FR 3869, Jan. 23, 2008] 

§ 1.197–1T Certain elections for intan-
gible property (temporary). 

(a) In general. This section provides 
rules for making the two elections 
under section 13261 of the Omnibus 
Budget Reconciliation Act of 1993 
(OBRA ’93). Paragraph (c) of this sec-
tion provides rules for making the sec-
tion 13261(g)(2) election (the retro-
active election) to apply the intangi-
bles provisions of OBRA ’93 to property 
acquired after July 25, 1991, and on or 
before August 10, 1993 (the date of en-
actment of OBRA ’93). Paragraph (d) of 
this section provides rules for making 
the section 13261(g)(3) election (binding 
contract election) to apply prior law to 
property acquired pursuant to a writ-
ten binding contract in effect on Au-
gust 10, 1993, and at all times there-
after before the date of acquisition. 
The provisions of this section apply 
only to property for which an election 
is made under paragraph (c) or (d) of 
this section. 

(b) Definitions and special rules—(1) In-
tangibles provisions of OBRA ’93. The in-
tangibles provisions of OBRA ’93 are 
sections 167(f) and 197 of the Internal 
Revenue Code (Code) and all other per-
tinent provisions of section 13261 of 
OBRA ’93 (e.g., the amendment of sec-
tion 1253 in the case of a franchise, 
trademark, or trade name). 

(2) Transition period property. The 
transition period property of a tax-
payer is any property that was ac-
quired by the taxpayer after July 25, 
1991, and on or before August 10, 1993. 

(3) Eligible section 197 intangibles. The 
eligible section 197 intangibles of a tax-
payer are any section 197 intangibles 
that— 

(i) Are transition period property; 
and 

(ii) Qualify as amortizable section 197 
intangibles (within the meaning of sec-

tion 197(c)) if an election under section 
13261(g)(2) of OBRA ’93 applies. 

(4) Election date. The election date is 
the date (determined after application 
of section 7502(a)) on which the tax-
payer files the original or amended re-
turn to which the election statement 
described in paragraph (e) of this sec-
tion is attached. 

(5) Election year. The election year is 
the taxable year of the taxpayer that 
includes August 10, 1993. 

(6) Common control. A taxpayer is 
under common control with the elect-
ing taxpayer if, at any time after Au-
gust 2, 1993, and on or before the elec-
tion date (as defined in paragraph (b)(4) 
of this section), the two taxpayers 
would be treated as a single taxpayer 
under section 41(f)(1) (A) or (B). 

(7) Applicable convention for sections 
197 and 167(f) intangibles. For purposes 
of computing the depreciation or amor-
tization deduction allowable with re-
spect to transition period property de-
scribed in section 167(f) (1) or (3) or 
with respect to eligible section 197 in-
tangibles— 

(i) Property acquired at any time 
during the month is treated as ac-
quired as of the first day of the month 
and is eligible for depreciation or am-
ortization during the month; and 

(ii) Property is not eligible for depre-
ciation or amortization in the month 
of disposition. 

(8) Application to adjustment to basis of 
partnership property under section 734(b) 
or 743(b). Any increase in the basis of 
partnership property under section 
734(b) (relating to the optional adjust-
ment to basis of undistributed partner-
ship property) or section 743(b) (relat-
ing to the optional adjustment to the 
basis of partnership property) will be 
taken into account under this section 
by a partner as if the increased portion 
of the basis were attributable to the 
partner’s acquisition of the underlying 
partnership property on the date the 
distribution or transfer occurs. For ex-
ample, if a section 754 election is in ef-
fect and, as a result of its acquisition 
of a partnership interest, a taxpayer 
obtains an increased basis in an intan-
gible held through the partnership, the 
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increased portion of the basis in the in-
tangible will be treated as an intan-
gible asset newly acquired by that tax-
payer on the date of the transaction. 

(9) Former member. A former member 
of a consolidated group is a corporation 
that was a member of the consolidated 
group at any time after July 25, 1991, 
and on or before August 2, 1993, but 
that is not under common control with 
the common parent of the group for 
purposes of paragraph (c)(1)(ii) of this 
section. 

(c) Retroactive election—(1) Effect of 
election—(i) On taxpayer. Except as pro-
vided in paragraph (c)(1)(v) of this sec-
tion, if a taxpayer makes the retro-
active election, the intangibles provi-
sions of OBRA ’93 will apply to all the 
taxpayer’s transition period property. 
Thus, for example, section 197 will 
apply to all the taxpayer’s eligible sec-
tion 197 intangibles. 

(ii) On taxpayers under common con-
trol. If a taxpayer makes the retro-
active election, the election applies to 
each taxpayer that is under common 
control with the electing taxpayer. If 
the retroactive election applies to a 
taxpayer under common control, the 
intangibles provisions of OBRA ’93 
apply to that taxpayer’s transition pe-
riod property in the same manner as if 
that taxpayer had itself made the ret-
roactive election. However, a retro-
active election that applies to a non- 
electing taxpayer under common con-
trol is not treated as an election by 
that taxpayer for purposes of re-apply-
ing the rule of this paragraph (c)(1)(ii) 
to any other taxpayer. 

(iii) On former members of consolidated 
group. A retroactive election by the 
common parent of a consolidated group 
applies to transition period property 
acquired by a former member while it 
was a member of the consolidated 
group and continues to apply to that 
property in each subsequent consoli-
dated or separate return year of the 
former member. 

(iv) On transferred assets—(A) In gen-
eral. If property is transferred in a 
transaction described in paragraph 
(c)(1)(iv)(C) of this section and the in-
tangibles provisions of OBRA ’93 ap-
plied to such property in the hands of 
the transferor, the property remains 
subject to the intangibles provisions of 

OBRA ’93 with respect to so much of its 
adjusted basis in the hands of the 
transferee as does not exceed its ad-
justed basis in the hands of the trans-
feror. The transferee is not required to 
apply the intangibles provisions of 
OBRA ’93 to any other transition pe-
riod property that it owns, however, 
unless such provisions are otherwise 
applicable under the rules of this para-
graph (c)(1). 

(B) Transferee election. If property is 
transferred in a transaction described 
in paragraph (c)(1)(iv)(C)(1) of this sec-
tion and the transferee makes the ret-
roactive election, the transferor is not 
required to apply the intangibles provi-
sions of OBRA ’93 to any of its transi-
tion period property (including the 
property transferred to the transferee 
in the transaction described in para-
graph (c)(1)(iv)(C)(1) of this section), 
unless such provisions are otherwise 
applicable under the rules of this para-
graph (c)(1). 

(C) Transactions covered. This para-
graph (c)(1)(iv) applies to— 

(1) Any transaction described in sec-
tion 332, 351, 361, 721, 731, 1031, or 1033; 
and 

(2) Any transaction between corpora-
tions that are members of the same 
consolidated group immediately after 
the transaction. 

(D) Exchanged basis property. In the 
case of a transaction involving ex-
changed basis property (e.g., a trans-
action subject to section 1031 or 1033)— 

(1) Paragraph (c)(1)(iv)(A) of this sec-
tion shall not apply; and 

(2) If the intangibles provisions of 
OBRA ’93 applied to the property by 
reference to which the exchanged basis 
is determined (the predecessor prop-
erty), the exchanged basis property be-
comes subject to the intangibles provi-
sions of OBRA ’93 with respect to so 
much of its basis as does not exceed the 
predecessor property’s basis. 

(E) Acquisition date. For purposes of 
paragraph (b)(2) of this section (defini-
tion of transition period property), 
property (other than exchanged basis 
property) acquired in a transaction de-
scribed in paragraph (c)(1)(iv)(C)(1) of 
this section generally is treated as ac-
quired when the transferor acquired (or 
was treated as acquiring) the property 
(or predecessor property). However, if 
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the adjusted basis of the property in 
the hands of the transferee exceeds the 
adjusted basis of the property in the 
hands of the transferor, the property, 
with respect to that excess basis, is 
treated as acquired at the time of the 
transfer. The time at which exchanged 
basis property is considered acquired is 
determined by applying similar prin-
ciples to the transferee’s acquisition of 
predecessor property. 

(v) Special rule for property of former 
member of consolidated group—(A) Intan-
gibles provisions inapplicable for certain 
periods. If a former member of a con-
solidated group makes a retroactive 
election pursuant to paragraph (c)(1)(i) 
of this section or if an election applies 
to the former member under the com-
mon control rule of paragraph (c)(1)(ii) 
of this section, the intangibles provi-
sions of OBRA ’93 generally apply to all 
transition period property of the 
former member. The intangibles provi-
sions of OBRA ’93 do not apply, how-
ever, to the transition period property 
of a former member (including a 
former member that makes or is bound 
by a retroactive election) during the 
period beginning immediately after 
July 25, 1991, and ending immediately 
before the earlier of— 

(1) The first day after July 25, 1991, 
that the former member was not a 
member of a consolidated group; or 

(2) The first day after July 25, 1991, 
that the former member was a member 
of a consolidated group that is other-
wise required to apply the intangibles 
provisions of OBRA ’93 to its transition 
period property (e.g., because the com-
mon control election under paragraph 
(c)(1)(ii) of this section applies to the 
group). 

(B) Subsequent adjustments. See para-
graph (c)(5) of this section for adjust-
ments when the intangibles provisions 
of OBRA ’93 first apply to the transi-
tion period property of the former 
member after the property is acquired. 

(2) Making the election—(i) Partner-
ships, S corporations, estates, and trusts. 
Except as provided in paragraph 
(c)(2)(ii) of this section, in the case of 
transition period property of a partner-
ship, S corporation, estate, or trust, 
only the entity may make the retro-
active election for purposes of para-
graph (c)(1)(i) of this section. 

(ii) Partnerships for which a section 754 
election is in effect. In the case of in-
creased basis that is treated as transi-
tion period property of a partner under 
paragraph (b)(8) of this section, only 
that partner may make the retroactive 
election for purposes of paragraph 
(c)(1)(i) of this section. 

(iii) Consolidated groups. An election 
by the common parent of a consoli-
dated group applies to members and 
former members as described in para-
graphs (c)(1)(ii) and (iii) of this section. 
Further, for purposes of paragraph 
(c)(1)(ii) of this section, an election by 
the common parent is not treated as an 
election by any subsidiary member. A 
retroactive election cannot be made by 
a corporation that is a subsidiary 
member of a consolidated group on Au-
gust 10, 1993, but an election can be 
made on behalf of the subsidiary mem-
ber under paragraph (c)(1)(ii) of this 
section (e.g., by the common parent of 
the group). See paragraph (c)(1)(iii) of 
this section for rules concerning the ef-
fect of the common parent’s election 
on transition period property of a 
former member. 

(3) Time and manner of election—(i) 
Time. In general, the retroactive elec-
tion must be made by the due date (in-
cluding extensions of time) of the 
electing taxpayer’s Federal income tax 
return for the election year. If, how-
ever, the taxpayer’s original Federal 
income tax return for the election year 
is filed before April 14, 1994, the elec-
tion may be made by amending that re-
turn no later than September 12, 1994. 

(ii) Manner. The retroactive election 
is made by attaching the election 
statement described in paragraph (e) of 
this section to the taxpayer’s original 
or amended income tax return for the 
election year. In addition, the taxpayer 
must— 

(A) Amend any previously filed re-
turn when required to do so under para-
graph (c)(4) of this section; and 

(B) Satisfy the notification require-
ments of paragraph (c)(6) of this sec-
tion. 

(iii) Effect of nonconforming elections. 
An attempted election that does not 
satisfy the requirements of this para-
graph (c)(3) (including an attempted 
election made on a return for a taxable 
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year prior to the election year) is not 
valid. 

(4) Amended return requirements—(i) 
Requirements. A taxpayer subject to 
this paragraph (c)(4) must amend all 
previously filed income tax returns as 
necessary to conform the taxpayer’s 
treatment of transition period property 
to the treatment required under the in-
tangibles provisions of OBRA ’93. See 
paragraph (c)(5) of this section for cer-
tain adjustments that may be required 
on the amended returns required under 
this paragraph (c)(4) in the case of cer-
tain consolidated group member dis-
positions and tax-free transactions. 

(ii) Applicability. This paragraph (c)(4) 
applies to a taxpayer if— 

(A) The taxpayer makes the retro-
active election; or 

(B) Another person’s retroactive elec-
tion applies to the taxpayer or to any 
property acquired by the taxpayer. 

(5) Adjustment required with respect to 
certain consolidated group member dis-
positions and tax-free transactions—(i) 
Application. This paragraph (c)(5) ap-
plies to transition period property if 
the intangibles provisions of OBRA ’93 
first apply to the property while it is 
held by the taxpayer but do not apply 
to the property for some period (the 
‘‘interim period’’) after the property is 
acquired (or considered acquired) by 
the taxpayer. For example, this para-
graph (c)(5) may apply to transition pe-
riod property held by a former member 
of a consolidated group if a retroactive 
election is made by or on behalf of the 
former member but is not made by the 
consolidated group. See paragraph 
(c)(1)(v) of this section. 

(ii) Required adjustment to income. If 
this paragraph (c)(5) applies, an adjust-
ment must be taken into account in 
computing taxable income of the tax-
payer for the taxable year in which the 
intangibles provisions of OBRA ’93 first 
apply to the property. The amount of 
the adjustment is equal to the dif-
ference for the transition period prop-
erty between— 

(A) The sum of the depreciation, am-
ortization, or other cost recovery de-
ductions that the taxpayer (and its 
predecessors) would have been per-
mitted if the intangibles provisions of 
OBRA ’93 applied to the property dur-
ing the interim period; and 

(B) The sum of the depreciation, am-
ortization, or other cost recovery de-
ductions that the taxpayer (and its 
predecessors) claimed during that in-
terim period. 

(iii) Required adjustment to basis. The 
taxpayer also must make a cor-
responding adjustment to the basis of 
its transition period property to reflect 
any adjustment to taxable income with 
respect to the property under this 
paragraph (c)(5). 

(6) Notification requirements—(i) Notifi-
cation of commonly controlled taxpayers. 
A taxpayer that makes the retroactive 
election must provide written notifica-
tion of the retroactive election (on or 
before the election date) to each tax-
payer that is under common control 
with the electing taxpayer. 

(ii) Notification of certain former mem-
bers, former consolidated groups, and 
transferees. This paragraph (c)(6)(ii) ap-
plies to a common parent of a consoli-
dated group that makes or is notified 
of a retroactive election that applies to 
transition period property of a former 
member, a corporation that makes or 
is notified of a retroactive election 
that affects any consolidated group of 
which the corporation is a former 
member, or a taxpayer that makes or 
is notified of a retroactive election 
that applies to transition period prop-
erty the taxpayer transfers in a trans-
action described in paragraph 
(c)(1)(iv)(C) of this section. Such com-
mon parent, former member, or trans-
feror must provide written notification 
of the retroactive election to any af-
fected former member, consolidated 
group, or transferee. The written noti-
fication must be provided on or before 
the election date in the case of an elec-
tion by the common parent, former 
member, or transferor, and within 30 
days of the election date in the case of 
an election by a person other than the 
common parent, former member, or 
transferor. 

(7) Revocation. Once made, the retro-
active election may be revoked only 
with the consent of the Commissioner. 

(8) Examples. The following examples 
illustrate the application of this para-
graph (c). 

Example 1. (i) X is a partnership with 5 
equal partners, A through E. X acquires in 
1989, as its sole asset, intangible asset M. X 
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has a section 754 election in effect for all rel-
evant years. F, an unrelated individual, pur-
chases A’s entire interest in the X partner-
ship in January 1993 for $700. At the time of 
F’s purchase, X’s inside basis for M is $2,000, 
and its fair market value is $3,500. 

(ii) Under section 743(b), X makes an ad-
justment to increase F’s basis in asset M by 
$300, the difference between the allocated 
purchase price and M’s inside basis 
($700¥$400=$300). Under paragraphs (b)(8) and 
(c)(2)(ii) of this section, if F makes the retro-
active election, the section 743(b) basis in-
crease of $300 in M is an amortizable section 
197 intangible even though asset M is not an 
amortizable section 197 intangible in the 
hands of X. F’s increase in the basis of asset 
M is amortizable over 15 years beginning 
with the month of F’s acquisition of the 
partnership interest. With respect to the re-
maining $400 of basis, F is treated as step-
ping into A’s shoes and continues A’s amor-
tization (if any) in asset M. F’s retroactive 
election applies to all other intangibles ac-
quired by F or a taxpayer under common 
control with F. 

Example 2. A, a calendar year taxpayer, is 
under common control with B, a June 30 fis-
cal year taxpayer. A files its original elec-
tion year Federal income tax return on 
March 15, 1994, and does not make either the 
retroactive election or the binding contract 
election. B files its election year tax return 
on September 15, 1994, and makes the retro-
active election. B is required by paragraph 
(c)(6)(i) of this section to notify A of its elec-
tion. Even though A had already filed its 
election year return, A is bound by B’s retro-
active election under the common control 
rules. Additionally, if A had made a binding 
contract election, it would have been ne-
gated by B’s retroactive election. Because of 
B’s retroactive election, A must comply with 
the requirements of this paragraph (c), and 
file amended returns for the election year 
and any affected prior years as necessary to 
conform the treatment of transition period 
property to the treatment required under the 
intangibles provisions of OBRA ’93. 

Example 3. (i) P and Y, calendar year tax-
payers, are the common parents of unrelated 
calendar year consolidated groups. On Au-
gust 15, 1991, S, a subsidiary member of the 
P group, acquires a section 197 intangible 
with an unadjusted basis of $180. Under prior 
law, no amortization or depreciation was al-
lowed with respect to the acquired intan-
gible. On November 1, 1992, a member of the 
Y group acquires the S stock in a taxable 
transaction. On the P group’s 1993 consoli-
dated return, P makes the retroactive elec-
tion. The P group also files amended returns 
for its affected prior years. Y does not make 
the retroactive election for the Y group. 

(ii) Under paragraph (c)(1)(iii) of this sec-
tion, a retroactive election by the common 
parent of a consolidated group applies to all 

transition period property acquired by a 
former member while it was a member of the 
group. The section 197 intangible acquired by 
S is transition period property that S, a 
former member of the P group, acquired 
while a member of the P group. Thus, P’s 
election applies to the acquired asset. P 
must notify S of the election pursuant to 
paragraph (c)(6)(ii) of this section. 

(iii) S amortizes the unadjusted basis of its 
eligible section 197 intangible ($180) over the 
15-year amortization period using the appli-
cable convention beginning as of the first 
day of the month of acquisition (August 1, 
1991). Thus, the P group amends its 1991 con-
solidated tax return to take into account $5 
of amortization ($180/15 years × 5⁄12 year = $5) 
for S. 

(iv) For 1992, S is entitled to $12 of amorti-
zation ($180/15). Assume that under § 1.1502–76, 
$10 of S’s amortization for 1992 is allocated 
to the P group’s consolidated return and $2 is 
allocated to the Y group’s return. The P 
group amends its 1992 consolidated tax re-
turn to reflect the $10 deduction for S. The Y 
group must amend its 1992 return to reflect 
the $2 deduction for S. 

Example 4. (i) The facts are the same as in 
Example 3, except that the retroactive elec-
tion is made for the Y group, not for the P 
group. 

(ii) The Y group amends its 1992 consoli-
dated return to claim a section 197 deduction 
of $2 ($180/15 years × 2/12 year = $2) for S. 

(iii) Under paragraph (c)(1)(ii) of this sec-
tion, the retroactive election by Y applies to 
all transition period property acquired by S. 
However, under paragraph (c)(1)(v)(A) of this 
section, the intangibles provisions of OBRA 
’93 do not apply to S’s transition period prop-
erty during the period when it held such 
property as a member of P group. Instead, 
these provisions become applicable to S’s 
transition period property beginning on No-
vember 1, 1992, when S becomes a member of 
Y group. 

(iv) Because the P group did not make the 
retroactive election, there is an interim pe-
riod during which the intangibles provisions 
of OBRA ’93 do not apply to the asset ac-
quired by S. Thus, under paragraph (c)(5) of 
this section, the Y group must take into ac-
count in computing taxable income in 1992 
an adjustment equal to the difference be-
tween the section 197 deduction that would 
have been permitted if the intangibles provi-
sions of OBRA ’93 applied to the property for 
the interim period (i.e., the period for which 
S was included in the P group’s 1991 and 1992 
consolidated returns) and any amortization 
or depreciation deductions claimed by S for 
the transferred intangible for that period. 
The retroactive election does not affect the 
P group, and the P group is not required to 
amend its returns. 

Example 5. The facts are the same as in Ex-
ample 3, except that both P and Y make the 
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retroactive election. P must notify S of its 
election pursuant to paragraph (c)(6)(ii) of 
this section. Further, both the P and Y 
groups must file amended returns for af-
fected prior years. Because there is no period 
of time during which the intangibles provi-
sions of OBRA ’93 do not apply to the asset 
acquired by S, the Y group is permitted no 
adjustment under paragraph (c)(5) of this 
section for the asset. 

(d) Binding contract election—(1) Gen-
eral rule—(i) Effect of election. If a tax-
payer acquires property pursuant to a 
written binding contract in effect on 
August 10, 1993, and at all times there-
after before the acquisition (an eligible 
acquisition) and makes the binding 
contract election with respect to the 
contract, the law in effect prior to the 
enactment of OBRA ’93 will apply to all 
property acquired pursuant to the con-
tract. A separate binding contract elec-
tion must be made with respect to each 
eligible acquisition to which the law in 
effect prior to the enactment of OBRA 
’93 is to apply. 

(ii) Taxpayers subject to retroactive 
election. A taxpayer may not make the 
binding contract election if the tax-
payer or a person under common con-
trol with the taxpayer makes the ret-
roactive election under paragraph (c) 
of this section. 

(iii) Revocation. A binding contract 
election, once made, may be revoked 
only with the consent of the Commis-
sioner. 

(2) Time and manner of election—(i) 
Time. In general, the binding contract 
election must be made by the due date 
(including extensions of time) of the 
electing taxpayer’s Federal income tax 
return for the election year. If, how-
ever, the taxpayer’s original Federal 
income tax return for the election year 
is filed before April 14, 1994, the elec-
tion may be made by amending that re-
turn no later than September 12, 1994. 

(ii) Manner. The binding contract 
election is made by attaching the elec-
tion statement described in paragraph 
(e) of this section to the taxpayer’s 
original or amended income tax return 
for the election year. 

(iii) Effect of nonconforming election. 
An attempted election that does not 
satisfy the requirements of this para-
graph (d)(2) is not valid. 

(e) Election statement—(1) Filing re-
quirements. For an election under para-

graph (c) or (d) of this section to be 
valid, the electing taxpayer must: 

(i) File (with its Federal income tax 
return for the election year and with 
any affected amended returns required 
under paragraph (c)(4) of this section) a 
written election statement, as an at-
tachment to Form 4562 (Depreciation 
and Amortization), that satisfies the 
requirements of paragraph (e)(2) of this 
section; and 

(ii) Forward a copy of the election 
statement to the Statistics Branch 
(QAM:S:6111), IRS Ogden Service Cen-
ter, ATTN: Chief, Statistics Branch, 
P.O. Box 9941, Ogden, UT 84409. 

(2) Content of the election statement. 
The written election statement must 
include the information in paragraphs 
(e)(2) (i) through (vi) and (ix) of this 
section in the case of a retroactive 
election, and the information in para-
graphs (e)(2) (i) and (vii) through (ix) of 
this section in the case of a binding 
contract election. The required infor-
mation should be arranged and identi-
fied in accordance with the following 
order and numbering system— 

(i) The name, address and taxpayer 
identification number (TIN) of the 
electing taxpayer (and the common 
parent if a consolidated return is filed). 

(ii) A statement that the taxpayer is 
making the retroactive election. 

(iii) Identification of the transition 
period property affected by the retro-
active election, the name and TIN of 
the person from which the property 
was acquired, the manner and date of 
acquisition, the basis at which the 
property was acquired, and the amount 
of depreciation, amortization, or other 
cost recovery under section 167 or any 
other provision of the Code claimed 
with respect to the property. 

(iv) Identification of each taxpayer 
under common control (as defined in 
paragraph (b)(6) of this section) with 
the electing taxpayer by name, TIN, 
and Internal Revenue Service Center 
where the taxpayer’s income tax return 
is filed. 

(v) If any persons are required to be 
notified of the retroactive election 
under paragraph (c)(6) of this section, 
identification of such persons and cer-
tification that written notification of 
the election has been provided to such 
persons. 
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(vi) A statement that the transition 
period property being amortized under 
section 197 is not subject to the anti- 
churning rules of section 197(f)(9). 

(vii) A statement that the taxpayer 
is making the binding contract elec-
tion. 

(viii) Identification of the property 
affected by the binding contract elec-
tion, the name and TIN of the person 
from which the property was acquired, 
the manner and date of acquisition, the 
basis at which the property was ac-
quired, and whether any of the prop-
erty is subject to depreciation under 
section 167 or to amortization or other 
cost recovery under any other provi-
sion of the Code. 

(ix) The signature of the taxpayer or 
an individual authorized to sign the 
taxpayer’s Federal income tax return. 

(f) Effective date. These regulations 
are effective March 15, 1994. 

[T.D. 8528, 59 FR 11920, Mar. 15, 1994, as 
amended by T.D. 9377, 73 FR 3869, Jan. 23, 
2008] 

§ 1.197–2 Amortization of goodwill and 
certain other intangibles. 

(a) Overview—(1) In general. Section 
197 allows an amortization deduction 
for the capitalized costs of an amortiz-
able section 197 intangible and pro-
hibits any other depreciation or amor-
tization with respect to that property. 
Paragraphs (b), (c), and (e) of this sec-
tion provide rules and definitions for 
determining whether property is a sec-
tion 197 intangible, and paragraphs (d) 
and (e) of this section provide rules and 
definitions for determining whether a 
section 197 intangible is an amortizable 
section 197 intangible. The amortiza-
tion deduction under section 197 is de-
termined by amortizing basis ratably 
over a 15-year period under the rules of 
paragraph (f) of this section. Section 
197 also includes various special rules 
pertaining to the disposition of amor-
tizable section 197 intangibles, non-
recognition transactions, anti-churn-
ing rules, and anti-abuse rules. Rules 
relating to these provisions are con-
tained in paragraphs (g), (h), and (j) of 
this section. Examples demonstrating 
the application of these provisions are 
contained in paragraph (k) of this sec-
tion. The effective date of the rules in 

this section is contained in paragraph 
(l) of this section. 

(2) Section 167(f) property. Section 
167(f) prescribes rules for computing 
the depreciation deduction for certain 
property to which section 197 does not 
apply. See § 1.167(a)–14 for rules under 
section 167(f) and paragraphs (c)(4), (6), 
(7), (11), and (13) of this section for a de-
scription of the property subject to sec-
tion 167(f). 

(3) Amounts otherwise deductible. Sec-
tion 197 does not apply to amounts that 
are not chargeable to capital account 
under paragraph (f)(3) (relating to basis 
determinations for covenants not to 
compete and certain contracts for the 
use of section 197 intangibles) of this 
section and are otherwise currently de-
ductible. For this purpose, an amount 
described in § 1.162–11 is not currently 
deductible if, without regard to § 1.162– 
11, such amount is properly chargeable 
to capital account. 

(b) Section 197 intangibles; in general. 
Except as otherwise provided in para-
graph (c) of this section, the term sec-
tion 197 intangible means any property 
described in section 197(d)(1). The fol-
lowing rules and definitions provide 
guidance concerning property that is a 
section 197 intangible unless an excep-
tion applies: 

(1) Goodwill. Section 197 intangibles 
include goodwill. Goodwill is the value 
of a trade or business attributable to 
the expectancy of continued customer 
patronage. This expectancy may be due 
to the name or reputation of a trade or 
business or any other factor. 

(2) Going concern value. Section 197 
intangibles include going concern 
value. Going concern value is the addi-
tional value that attaches to property 
by reason of its existence as an inte-
gral part of an ongoing business activ-
ity. Going concern value includes the 
value attributable to the ability of a 
trade or business (or a part of a trade 
or business) to continue functioning or 
generating income without interrup-
tion notwithstanding a change in own-
ership, but does not include any of the 
intangibles described in any other pro-
vision of this paragraph (b). It also in-
cludes the value that is attributable to 
the immediate use or availability of an 
acquired trade or business, such as, for 
example, the use of the revenues or net 
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